MBA MKT 505 – FINAL EXAM QUESTIONS AND FULL POINT ANSWERS (v5.5.09)
FULL POINT ANSWERS ARE GIVEN.  Incomplete answers, statements other than these, and longer answers will be marked down.
(1)  Explain marketing. (5 points)
· Marketing is all the activities that attract and hold customers. (1 pts)

· Marketing must focus on generating revenues through selling. (1 pts)
· Without enough continuing and profitable sales that come from customers who want to purchase a product, (1 pt) 
· and are satisfied enough to buy it again, (1 pt) 
· and will recommend it to others, no enterprise can last. (1 pts)
(2)  Contrast old and contemporary (new) marketing. (5 points)
· Old marketing focused on developing a product first, (1 pt) 
· And then figuring out who to sell it to and how to sell it. (1 pt)
· New marketing is “customer centered” (1 pt)
· and begins by carefully selecting those you most want as customers (1 pt), 
· and then developing a product to meet their strongly felt needs. (1 pt)

(3)  Explain a marketing plan. (15 points)
· A marketing plan is simply a tool to help you think through the critical tasks (1 pt)

· that you must deal with to market your product. (1 pt)  

· A marketing plan must show a thorough understanding of: (1 pt)
1. the product (1 pt)
2. the competition (1 pt)
3. the best suspects and the best initial target (1 pt)
4. the target’s motivations and unmet needs (1 pt)
5. an effective Unique Selling Proposition for the target (1 pt)
6. promotion that works for the target (1 pt)

7. packaging (1 pt)

8. placement or distribution (1 pt)

9. pricing (1 pt)

10. cost per unit (1 pt)
11. breakeven (1 pt) and
12. customer lifetime value (1 pt)

 (4)  List at least 4 major reasons why a marketing plan is important. (9 points)
· Until an enterprise has figured out exactly: (1 pt)
1. who its customers are, (1 pt)
2. what product benefits are most important to those customers, (1 pt)

3. exactly how it will attract customers and make sales, (1 pt) 

4. and exactly how it will hold onto its customers, (1 pt)

5. everything else is at risk. (1 pt) 

· A well thought out and complete marketing plan is a necessity to get financing from others. (1 pt)

· It is even more important if you are using your own money, (1 pt) 

· or borrowing money from family or friends. (1 pt)

(5)  Explain the most important reason for doing a marketing plan.  (2 points)
· To help you think through all the important tasks you must deal with (1 pt) 
· to effectively market your product. (1 pt) 

(6)  List at least 5 things to be done in the actual writing of a marketing plan.  
(5 points)
· Be sure each part / step is clearly titled and logically numbered.  (1 pt)

· Lead with your conclusions rather than lead up to them. (1 pt)

· Include only the most useful information: don’t include too many details. (1 pt)
· Put supporting information in clearly referenced / organized appendices.  (1 pt)

· Edit ruthlessly: remove all unnecessary words. (1 pt)

(7)  Explain the most important writing task for a marketing plan.  (5 points)
· Make sure that the plan reads very quickly and easily. (1 pt)
· To do this: keep sentences and paragraphs short; (1 pt) 

· bullet or enumerate points; (1 pt)
· use simple charts, graphs, and matrixes to help the reader see things quickly (1 pt)

· and make sure there are no spelling or grammar errors. (1 pt)

For each of the following steps of a marketing plan: 
explain the step (I.E. = that is; to clarify / define; to explain more fully…),
give an example from your marketing plan (E.G. = for example…), and 

state why the step is important / useful / advantageous (IMP. = this is important / useful / advantageous because…).

Each part of a step (I.E., E.G., or IMP.) should be answered in 50 words or less (one and two letter words are not counted).  Incomplete answers will be ignored and longer answers will be marked down.

Step 1: Thoroughly understand your product. (13 points)
I.E.  – 1 point each
· Describe what your product is and how it came to be: its features.
· List and explain each benefit – all of them. 
· For each benefit provide an adequate explanation and support.
· List and explain each additional product consideration or feature that a buyer should know about to make a well-informed decision. 
· Provide detailed information in well-organized and easy-to-find appendices.
E.G. – 1 point each 
· Describe what your product is and how it came to be in 25 words or less. 
· List and explain one major benefit, plus give needed support in 25 words or less. 
· List and explain one important product consideration in 25 words or less.

· Refer to one supporting appendix with more detailed information for any of these.

IMP. – 1 point each
· A marketer must thoroughly understand the product being sold: 
· Both its benefits to users = what it does and the results it provides, 
· and its features = what it is and its physical characteristics.
· In the end, customers buy benefits = the results they expect to get.

Step 2: Understand your current and developing competition. (14 points)
I.E. – 1 point each
· Begin by listing the measures you will use to compare competitors: try for ten (10) measures.  
· Prioritize the measures so the most important thing is first.
· Then identify specific competitors: try for the top ten (10).  
· Organize the information so each competitor has an abbreviated name, the full name, the web site, full contact information, and detailed information on the measures in the same order as your list of measures.
· Next create a matrix and scoring system that allows you to score and compare each competitor on each measure.
· Select the competitor with the highest score or srongest advantages.
E.G. – 1 point each
· One important measure for our competitors was… 
· One competitor was…  The most important things about this competitor was…

· The weakest competitor that scored poorest on all measures was… 
· __________ was chosen as the strongest competitor because ________, _________, and ________.
IMP. – 1 point each
· You must know who your current and developing competitors are.
· You must understand the strengths and weaknesses of each competitor.
· You must also become aware of competition that is coming.
· Often business regulatory agencies and trade associations can tell you about new or planned competition.
Step 3: Pick your customers (13 points)
I.E. – 1 point each
· First, list your criteria for an ideal customer: try for ten (10) things.  
· Prioritize the criteria so the most important thing is first.
· Second, identify groups or segments that match your criteria: try for ten (10) distinct groups. 
· Third, create a matrix and scoring system that allows you and the reader to score and compare each group on each criteria.
· Last, select the group or segment with the highest score / additional advantages.
E.G.  – 1 point each
· Our criteria for an ideal customer included… 
· One group that met all criteria was… 
· One group that scored poorest on all criteria was… 
· __________ was chosen as the best initial target because ________, _________, and ________. 
IMP. – 1 point each
· Marketing resources are always limited.
· It is essential to generate a positive cash flow as soon as possible.
· Pick the group or segment that gives you the best chance of success.
· Once your cash flow is substantial, the next most likely group can be developed.
Step 4: Understand your target’s motivations. (14 points)
I.E. – 1 point each

· Once you have identified your targeted suspects / prospects (or your very best existing customers), 
· you must find out what moves them to action.
· Identify what they move towards and want in their lives – especially in terms of your product.
· Identify what they move away from and not want in their lives – especially in terms of your product.
· What emotional issues (“hot buttons”) are they extremely sensitive to – especially in terms of your product.
· What are your target’s unmet needs in terms of the product’s benefits
E.G. – 1 point each
· One thing our target moved toward was… 
· One thing our target moved away from was… 
· One issue our target felt strongly about was… 
· One unmet need our product satisfies is… 
IMP. – 1 point each
· When you don’t understand your target’s wants and needs,

· and you don’t learn about the emotions that will drive your sales,

· and you don’t understand your targeted customers’ unmet needs, 
· then you are merely guessing about how to sell your product..

Step 5: Craft your USP.  (14 points)
I.E. – 1 point each
· Your “Unique Selling Proposition” is your best offer and clearly states 

· the most important and distinctive benefits or advantages your product provides your selected target.
· Your USP is often three to five sentences that total under 50 words 
· and individual benefits can be bulleted.  

· Your USP should make an interesting 10-15 second “news bite” for television or radio.  

E.G. – 1 point each
· The most important benefit of our USP was…
· The least important benefit of our USP was... 

IMP. – 1 point each
· Your USP is the essence or core of your business.

· Your USP gives you something solid to build your marketing and operations on.

· You must deliver 100% on your USP. 

· Change your target, and you may need to change your USP.
· Your USP sets your product apart from your competitors.  

· It answers the question, “Why should I buy from you instead of your competitors who have similar products and even lower prices?”  
· It justifies leaving an existing relationship that may be satisfactory in many other ways.

Step 6: Identify additional product benefits / features of value to your target.  
(12 points)
I.E. – 1 point each

· In addition to the major and compelling benefits in your USP, 
· there lesser benefits which may be valued by your target 
· and features that may be of interest to your targets.
· A feature is a physical characteristic of the product and may include how a product was developed or is made. 

E.G. – 1 point each
· Two lesser benefits of our product to our target are:

(1) …

· (2) …

· Two product features that should interest our target are:

(1) …

· (2) ...
IMP. – 1 point each
· Some additional benefits / product features can make or break a sale.
· Most product features are of little initial interest to prospects.

· Most information on product development is of little initial interest to prospects.

· Most information of the company is of little initial interest to prospects. 

Step 7: Position your product and determine a condensed USP (13 points)
I.E. – 1 point each

· Positioning is how customers see your product in relation to its competitors.  

· A perceptual map is often used to locate your product’s position 
· on two important dimensions such as cost and quality.

· If you select the right dimensions, this can guide your condensed USP.

· A condensed USP is also called a “slogan” 
· or “tag line.” 
E.G. – 1 point each
· Two important dimensions for positioning our product are

(1) … 

· (2) …

· The condensed USP for our product is …
IMP. – 1 point each
· The essence of your USP must be stated in a few or several words 

· although it can be done in one or two words.
· The product name, coupled with a condensed USP or tag line or slogan, 
· must tell the complete product story.  
Step 8: Develop your product’s name and logo (15 points)
I.E. – 1 point each
· The product name should instantly convey a solution to a problem your target is looking for.  

· The good names are simple ones that catch attention and invite learning more.    

· The logo, or visual representation, should convey graphically that same solution or clear benefits.  
· The logo should be good enough that the name or positioning of the product can be quickly guessed from the logo alone.

E.G. – 1 point each
· The most important thing in naming our product was…

· The name of our product was…
· The most important thing in developing our logo was…

· Our logo can be simply described (or drawn) as… 

IMP. – 1 point each
· A name and logo can make or break a product.     
· A good name and logo functions as a headline on the shelf.

· Product names and logos leave no room for subtlety.  Don’t get cute or witty.  
· If a reader has to think out what a name or logo means – what major benefit or solution is being offered – it’s a bad name / logo.
· In addition to looking good, the name should sound good when spoken aloud.
· That’s because different areas of the brain process different kinds of information. 
· Written characters are processed in a different area than oral sound.

Step 9: Determine your risk reversal and complaint management process 
(14 points)
I.E. – 1 point each

· Risk reversal means to take risk away from buyers.
· Guarantees and warrantees are common types of risk reversal.

· Complaint management is a clear set of steps used to deal with complaints 
· and try to keep a customer satisfied 

· and speaking well of the company and its products.

E.G. – 1 point each
· We headed our risk reversal with this lesser headline or subhead:
· …

· The most important step in our complaint management process is:
· …

IMP. – 1 point each
· Most people avoid buying because they are afraid to make a mistake or to appear foolish.  
· Even when a product clearly meets their needs, most prospects do not buy because of fear.  
· Make it clear that there is no risk to try out your product by offering as strong a guarantee or warrantee as you can.
· If your product is excellent and delivers 100% on what you offer, then a strong guarantee will usually double sales: 

· less than 5% normally redeem the guarantee.   

Step 10: Determine the best sales strategy for your product and target. 
(13 points)
I.E. – 1 point each
· Sales strategy provides the big picture without the details of implementation.  
· It’s the overall game plan.  Three common strategies are: 

· Skimming strategy initially sets a high price to sell to those who want the product most, and who are willing to pay a higher price for it.  

· Penetration strategy calls for low prices and high volume.  

· Prestige pricing strategy involves exclusivity and limited editions, plus intangible features that play a key role in purchasing decisions.

E.G. – 1 point each
· A good strategy for our product is … [now list three reasons why] 

· …

· …

· …

IMP. – 1 point each
· Sales strategy must fit the product to its target.
· Skimming strategy works best when there is an ”elite” market or when price is not a concern 
· Penetration is often used when there is no “elite” market or when prospects are very price sensitive.
· Prestige pricing is about showing wealth and having symbols of success 
Step 11: Determine the best sales plan for your product and target (12 points)
I.E. – 1 point each

· The sales plan describes exactly how you will implement your overall plan or strategy.  

· It details who, what, when, where, and how you are going to use to generate sales.

· Promotion is all the sales activities you pay for.  

· Publicity is news coverage you get for “free.” 

E.G. – 1 point each
· A specific action in the sales plan for our product is …
· Another action is …
· A third is …

· A fourth is …

IMP. – 1 point each
· Publicity is better because some authority your target already trusts is giving you instant credibility.  

· You must find easy ways to track responses to each promotion or publicity investment.  
· If you want to develop a successful sales plan, don’t try and tell your prospects what they should want.  

· Instead, ask your prospects’ opinion about every marketing decision that concerns them, and listen to what your prospects are telling you.
Step 12: Develop your promotional materials / essential 
marketing communications (15 points)
I.E. – 1 point each
· The two most-used marketing communications are a six-panel brochure and a press release.
· The six-panel brochure can be A4 size.  The paper is folded twice: this creates six panels, three on the outside and three on the inside.

· The cover panel begins with the most powerful benefit-to-user headline you can craft.

· The cover panel is essentially a complete print ad.

· The press release must be useful information to the public.  
· Although it may mention your product as a solution to a public problem, 

· it cannot look like an advertisement.

E.G. – 1 point each
· The headline of our brochure is ...
· The visual on our covers shows …

· The most newsworthy thing about our product is ...

· The title of our press release was …

IMP. – 1 point each
· Always test specific headlines, visuals, subheads, copy, testimonials, guarantees, pricing, ordering steps, etc.

· Most business people make critical decisions on personal suppositions – on what “should” be – rather than submit their best guesses to an inexpensive test. 

· A common and disastrous mistake is to assume personal likes and dislikes are shared by most other people.  

· A press release must appeal to an editor who is looking for something newsworthy.

Step 13. Develop your product’s packaging (13 points)
I.E. – 1 point each
· Both tangible and intangible products need packaging.  

· Goods often need containers, labeling, boxing, and shipping cartons.  

· Services often have signage, reception areas, offices, dress codes, and letterheads.  

· Entertainment experiences need signage, stages, and props.
· Nations and ideologies needs symbols, banners, and distinguishing dress.

E.G. – 1 point each
· Our product can best be described as … [what category?]

· The packaging of our product includes … [list]

· The most important packaging element is…

· The least important packaging element we identified is…
IMP. – 1 point each
· As with promotional materials, different packaging options need to be tested.

· Testing should be one in pairs: one against another.  
· Customer preferred sizes, shapes, colors, designs, etc., 
· can vary greatly from one product to another.
Step 14: Determine your placement or distribution system (12 points)
I.E. – 1 point each
· All products need to be placed or delivered in some way.
· Manufactured goods are physical and need to be shipped, stored, and delivered.

· Services are intangible but also need some sort of delivery system.

· Experiences need a “venue” or somewhere to take place.

E.G. – 1 point each
· The first three steps needed to get our product to a customer are:
· (1) …

· (2) …

· (3) …

IMP. – 1 point each
· Each step of the placement or delivery process must be analyzed.
· If you expect customers to come to you, the location is critical.  

· Too often people locate where it is convenient for them, 
· rather than where their targeted prospects are and where they need to be.
Step 15: Determine production costs and actual Cost per Unit (CPU) (12 points)
I.E. – 1 point each
· Production costs include all materials and operating costs, both fixed and variable.
· Fixed costs may include rent, payments on loans, leases, salaries, insurance, etc.

· Variable costs may include materials used in production, packaging, sales incentives, marketing communications, etc.

· Cost per Unit (CPU) is the actual cost of having a unit available for sale.

E.G. – 1 point each
___ is the cost per unit of our product based on
· (1) …

· (2) …

· (3) …

IMP. – 1 point each
· You must know what it costs to provide a unit of whatever you are selling.
· You must know how that price increases with fewer sales,

· and how it decreases with more sales.

· For many manufactured goods that are distributed through middlemen and then sold in retail outlets, the actual manufacturing cost must be at least eight (8) times the suggested retail price.  
Step 16. Decide on a pricing strategy and determine your maximum price (14 points)
I.E. – 1 point each
· Price is what a customer is willing to give up in an exchange.  
· Price is not only money, but can include time, energy, and effort expended.

· A skimming price initially sets a high price to sell to those who want the product most, and who are willing to pay a higher price for it.  

· A penetration price calls for low prices and high volume.  Penetration is often used when prospects are very price sensitive.

· A prestige price involves exclusivity and limited editions, plus intangible features that play a key role in purchasing decisions.
· Prestige pricing works if your product offers a unique reinforcement cue (packaging, richness, a new taste, etc.) that is readily discernible.

E.G. – 1 point each
· We decided on a ______ price of ___
· because …

· and …

IMP. – 1 point each
· If your product is better than the competition (or even if it’s merely different) charge more for it.  
· Make sure there’s enough price difference that consumers realize they’re paying more for a better product.  .  

· Consumers often buy a product for symbolic reasons and equate price with self-esteem.
· It’s much easier to go down in price than to go up.  Consumers will readily accept a price drop rather than a price increase.  
· Higher prices give you more room to maneuver with deals and promotions to keep the product alive and vibrant. 

Step 17: Determine your break-even (B/E) point (12 points)
I.E. – 1 point each
· Breakeven is the total number of units that need to be sold 
· in a specific period of time (day, week, month, etc.)
· to cover the actual cost of the item being sold

· and all overheads – both fixed and variable – including marketing.

E.G. – 1 point each
· The number of units we need to sell each _____ is ___
· based on … 

· and …
· and …
IMP. – 1 point each
· Marketers must know how many units of their product they must sell each day, week, month, or year.
· If sales are less than expected, then action can be taken in a timely way to improve sales.

· If sales are more than expected, then action can be taken to maximize unseen sales opportunities. 

Step 18: Identify backend sales opportunities (12 points)
I.E. – 1 point each

· Backend sales are any sales to existing customers. 
· There are three kinds of backend sales:
· Resell is to sell the same product again.
· Cross-sell is to sell a different product that still meets known customer needs.
· Upsell is to sell a more expensive product.

E.G. – 1 point each
· We resell …
· We can cross-sell …[list]

· We can upsell … [list]
IMP. – 1 point each
· Your most profitable sales come from back-end sales to your current customers.   

· Your next-most profitable sales come from past customers who have stopped buying from you.  
· There may be other businesses that serve the same customers that you do, but do not compete with your products.  

· Often, it is possible to have another company to sell your products, and for you to sell their products.

Step 19: Determine Customer Lifetime Value (CLV) (12 points)
I.E. – 1 point each
· CLV is the expected contributions to profits 
· that an average customer makes 

· over the average time s/he remains a customer.

E.G. – 1 point each
· $ ____ is the expected CVL of an average customer based on
· (1) …

· (2) …

· (3) …

IMP. – 1 point each
· Customer lifetime value is one of the most important numbers a marketer has.
· A well- estimated CLV let you know how much you can spend to acquire a customer.

· If CLV is very low, then there is very little to spend for new customers.

· If CLV is very high, then all of the profits on the first or first few sales 

· can be used to motivate salespeople to bring in new customers. 

Step 20: Specify needed customer relations management (CRM) actions 
(14 points)
I.E. – 1 point each
· CRM is about building strong and mutually beneficial relationships. 

· A point of contact is a moment when a customer interacts with someone who represents your company.  

· Good customer relations identifies every point of contact, analyzes it, and trains staff

· to make sure the customer receives a great experience happens every time.

E.G. – 1 point each
· Three specific actions we will take to let our customers know we are thinking about them, appreciate their business, and looking out for their best interests are

· (1) …

· (2) …

· (3) …

IMP. – 1 point each
· Your business stands or falls on its ability to hold onto its customers – especially the best ones.

· On average it is five times less expensive to sell to an existing customer than to sell to someone who is new. 
· Customers, especially your best ones, must regularly be “educated” 
· to help them make better decisions 
· and appreciate all they ways they are benefiting from your product.  

· You need to find ways to let your customers know you are thinking about them and looking out for their best interests.    

Step 21: Decide what customer information is needed and how it will be
safeguarded (20 points)
I.E. – 1 point each
· Whenever you begin interacting with a customer, 

· you instantly need to know who you are dealing with.  

· The best Customer Information System (CIS) provides 

· the most useful information whenever needed.  

· There should be at least three ways to get access to customer information: 

· customer name, phone number, and postal code or mailing address.  

· You need to find a way to make each customer want to give you needed information  

· — entry in an exciting contest or an instant discount works well. 

E.G. – 1 point each
· In addition to name / phone number / address, what information is most needed:
· (1) how good a customer this is (A, B, C, etc.)

· (2) what are this customer’s preferences re our product

· (3) how recently has this customer bought from us

· (4) how frequently does this customer buy from us

· The most important thing we do to keep our customer information safe is…

IMP. – 1 point each
· Your list of current and past customers, 

· plus those who have inquired but not yet bought, 

· is your most valuable business resource.   

· Make sure this list is well-organized, backed-up, secure, and 

· has only the information you really need. 
· Information systems should be lean, well-organized, and allow you to quickly obtain what you most need to know.

Step 22: Describe how you will inexpensively test your plan (14 points)
I.E. – 1 point each
· You need to find a way to inexpensive test your offer including:

· your Unique Selling Proposition,

· your sales copy,

· your risk reversal, 

· and your pricing

E.G. – 1 point each
___ was the number of ____ we had to sell to breakeven based on
· (1) …

· (2) …

· (3) …

IMP. – 1 point each

· The results of an inexpensive test are a “reality check” 
· and will help identify weaknesses. 
· Plan how you will use the results to improve your offer.

· Know how many units you need to sell to cover the cost of your test.

· If your sales are less than expected or needed, find out what needs to be improved.

· If your sales are better than expected, then you may have a marketing plan that works.
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